Abstract
Introduction
A country environmental policy can also exert a strong influence on external stakeholders, like international investors, in the sense that, from a country approach, an environmental proactive attitude would provide a safer image and, therefore, imply less uncertainty associated to political risk, economic performance, structural assesments, etc. There is abundant literature on environmental performance Indicators, more precisely on the measurement of environmental performance of firms and industries (e.g. González-Benito and González-Benito, 2008; Peiró-Signes et al. 2014; Segarra-Oña et al. 2012 . Thus, it seems like it falls to the private sector to look ahead and to make plans in order to protect the environment at its own self-interest (Boiral, 2006) , although from a country approach, governments are still essential to regulate and encourage the development of appropriate policy frameworks. Therefore, while many empirical studies have investigated the relationship between stakeholder pressures and environmental management for the case of firms (e.g. Delmas, 2001; Henriques and Sadorsky, 1996, 1999; Sharma and Henriques, 2005) ; to our knowledge, not too much scholarship have investigated the relationship between the environmental management of countries and those stakeholder pressures.
For example, according to Rodinelli and Berry (2000) many multinational enterprises based in the United States and Europe have engaged in corporate citizenship programs to promote sustainable development. However, corporate citizenship programs are often defined narrowly, as philanthropy or external relationships with stakeholders to address social problems. Khanna (2001) examines the existing evidence on the extent to which information disclosure is effective in generating pressures from investors and communities to improve environmental performance.
In this vein and as reverse effect, it can be also stated that a country environmental policy, can also exert a strong influence on external stakeholders, like international investors, in the sense that, from a country approach, an environmental proactive attitude would provide a safer image and, therefore, imply less uncertainty associated to political risk, economic performance, structural assesments, etc.
In North America, Western Europe and many of the most prosperous countries in Asia and Latin America, the public demand for environmental protection has increased. The purpose of this paper is to analyze the existing relation between the environmental proactiveness of the countries and the risk of investing in them. For this purpose, two main indicators were considered: a) the Environmental Performance Index (EPI), as a measure of the environmental proactiveness of the countries and b) the Country Risk Score (CRS), as a measure of the risk of investing in a country.
The purpose of this paper is to analyze the existing relation between the environmental proactiveness of the countries and the risk of investing in them. For this purpose, two main indicators were considered: a) the Environmental Performance Index (EPI), as a measure of the environmental proactiveness of the countries and b) the Country Risk Score (CRS), as a measure of the risk of investing in a country.
Environmental Performance Index and Country Risk Score
The EPI ranks how well countries perform on high-priority environmental issues in two broad policy areas: protection of human health from environmental harm (Environmental Health) and protection of ecosystems (Ecosystem Vitality). The EPI scores country performance in nine issue areas within these two main policy objectives (see Table 1 ) According to Hsu et al., 2014 , the EPI gives access to important environmental data organized in a way that is useful to policymakers and drives productive competition. The EPI allows countries to compare their performance to other countries. With the inclusion of time series data, countries can also see how their own performance has changed over time.
On the other hand and from an international investor point of view, country risk ratings are good indicators to measure the current situation of a country regarding measures of economic, political and financial Risk. In this study, we use the CRS underscored by the Euromoney Agency which combines the following categories: political risk, economic performance, debt indicators, structural assessments, access to bank finance/capital markets and credit ratings (Table 2) . Access to bank finance Country's accessibility to int. markets, etc.
Credit ratings
Nominal values assigned to ratings,etc.
Source: Euromoney Agency
Results
The regression models for country risk were built considering country risk index as dependent on the environmental indicators. Regression coefficients, help us to determine how much Country Risk increases or decreases when Environmental Health and Ecosystem Vitality of the country changes. Moreover, we can evaluate if Environmental Health and Environmental Vitality have a significant impact on Country Risk.
Results indicate that Environmental Health and Ecosystem Vitality taken in isolation have both a significant impact in determining the Country Risk.
As we have previously commented, we think that country risk is affected by the area on which countries are located. Euro crisis, has demonstrated that because of the heavy interrelation between eurozone economies, country risk in one European country can affect other countries in the area (Cervelló-Royo et al. 2014) . Moreover, the political stability in the area can affect country risk. Therefore, we decided to control for country location in a geopolitical area.
We created dummy variables to analyze the effects of the area on the economic Country Risk Index and we run a multivariate qualitative analysis including the area dummies and different regression to confirm the second hypothesis.
Conclusions
Results obtained from the analysis confirmed that components of Environmental health and Ecosystem Vitality are good predictors for the Country Risk Index. In addition, controlling for the geopolitical location of the country, Environmental indicators are even better predictors. Those results should encourage governments, analysts, rating agencies and users to go beyond traditional country risk analysis (political risk, economic performance, debt indicators, etc.) and incorporate measures of environmental performance when assessing the risk of investing in a country and/or geographical area. We created dummy variables to analyze the effects of the area on the economic Country Risk Index and we run a multivariate qualitative analysis including the area dummies and different regression to confirm the second hypothesis. From this analysis we can state that Environmental health and Ecosystem Vitality are good predictors for the Country Risk Index. In addition, controlling for the geopolitical location of the country, Environmental indicators are still good predictors
